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organization is interested. The phrase
“receive, handle, disburse, or otherwise
exercise custody or control” is not to
be considered as expanding the scope of
the term “handles” but rather as indi-
cating facets of “handles” which in a
specific prohibition, Congress believed
should be clearly set forth.

(b) Persons included generally. The
basic objective of section 502(a) is to
provide reasonable protection of funds
or other property rather than to insure
against every conceivable possibility of
loss. Accordingly, a person shall be
deemed to be “handling” funds or other
property, so as to require bonding
under that section, whenever his duties
or activities with respect to given
funds or other property are such that
there is a significant risk of loss by
reason of fraud or dishonesty on the
part of such person, acting either alone
or in collusion with others.

(c) Physical contact as criterion of
“handling.” Physical dealing with funds
or other property is, under the prin-
ciples above stated, not necessarily a
controlling criterion in every case for
determining the persons who “handle”
within the meaning of section 502(a).
Physical contact with cash, checks or
similar property generally constitutes
“handling.” On the other hand, bonding
may not be required for office per-
sonnel who from time to time perform
counting, packaging, tabulating or
similar duties which involve physical
contact with checks, securities, or
other funds or property but which are
performed under conditions that can-
not reasonably be said to give rise to
significant risks with respect to the re-
ceipt, safekeeping or disbursement of
funds or property. This may be the case
where significant risks of fraud or dis-
honesty in the performance of duties of
an essentially clerical character are
precluded by the closeness of the super-
vision provided or by the nature of the
funds or other property handled.

(d) “Handling” funds or other property
without physical contact. Personnel who
do not physically handle funds or prop-
erty may nevertheless “handle” within
the meaning of section 502(a) where
they have or perform significant duties
with respect to the receipt, safekeeping
or disbursement of funds or other prop-
erty. For example, persons who have
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access to a safe deposit box or similar
depository for the purpose of adding to,
withdrawing, checking or otherwise
dealing with its contents may be said
to “handle” these contents within the
meaning of section 502(a) even though
they do not at any time during the
year actually secure such access for
such purposes. Similarly, those
charged with general responsibility for
the safekeeping of funds or other prop-
erty such as the treasurer of a labor or-
ganization, should be considered as
handling funds or other property. It
should also be noted that the extent of
actual authority to deal with funds or
property may be immaterial where cus-
tody or other functions have been
granted which create a substantial risk
of fraud or dishonesty. Thus, if a bank
account were maintained in the name
of a particular officer or employee
whose signature the bank were author-
ized to honor, it could not be contended
that he did not “handle” funds merely
because he had been forbidden by the
organization or by his superiors to
make deposits or withdrawals.

(e) Disbursement of funds or other prop-
erty. It is clear from both the purpose
and language of section 502(a) that per-
sonnel described in the section who ac-
tually disburse funds or other property,
such as officers or trustees authorized
to sign checks or persons who make
cash disbursements, must be consid-
ered as handling such funds and prop-
erty. Whether others who may influ-
ence, authorize or direct disbursements
must also be considered to handle
funds or other property can be deter-
mined only by reference to the specific
duties or responsibilities of these per-
sons in a particular labor organization
or trust.

[28 FR 14394, Dec. 27, 1963, as amended at 30
FR 14925, Dec. 2, 1965]

§453.9 “Handling” of funds or other
property by personnel functioning
as a governing body.

(a)(1) General considerations. For
many labor organizations and trusts
special problems involving disburse-
ments will be presented by those who,
as trustees or members of an executive
board or similar governing body, are,

205



§453.10

as a group, charged with general re-
sponsibility for the conduct of the busi-
ness and affairs of the organization or
trust. Often such bodies may approve
contracts, authorize disbursements,
audit accounts and exercise similar re-
sponsibilities.

(2) It is difficult to formulate any
general rule for such cases. The mere
fact that a board of trustees, executive
board or similar governing body has
general supervision of the affairs of a
trust or labor organization, including
investment policy and the establish-
ment of fiscal controls, would not nec-
essarily mean that the members of this
body “handle” the funds or other prop-
erty of the organization. On the other
hand, the facts may indicate that the
board or other body exercises such
close, day-to-day supervision of those
directly charged with the handling of
funds or other property that it might
be unreasonable to conclude that the
members of such board were not, as a
group, also participating in the han-
dling of such funds and property.8 Also,
whether or not the members of a par-
ticular board of trustees or executive
board handle funds or other property in
their capacity as such, certain of these
members may hold other offices or
have other functions involving duties
directly related to the receipt, safe-
keeping or disbursement of the funds
or other property of the organization
so that it would be necessary that they
be bonded irrespective of their board
membership.

(b) Nature of responsibilities as affect-
ing “handling.” With respect to par-
ticular responsibilities of boards of
trustees, executive boards and similar
bodies in disbursing funds or other
property, much would depend upon the
system of fiscal controls provided in a
particular trust or labor organization.
The allocation of funds or authoriza-
tion of disbursements for a particular
purpose is not necessarily handling of
funds within the meaning of the sec-
tion. If the allocation or authorization
merely permits expenditures by a dis-
bursing officer who has responsibility
for determining the validity or pro-
priety of particular expenditures, then
the action of the disbursing officer and

8 As to group coverage, see §453.16.

29 CFR Ch. IV (7-1-04 Edition)

not that of the board would constitute
handling. But if pursuant to a direction
of the board, the disbursing officer per-
formed only ministerial acts without
responsibility to determine whether
the expenditures were valid or appro-
priate, then the board’s action would
constitute handling. In such a case, the
absence of fraud or dishonesty in the
acts of the disbursing officer alone
would not necessarily prevent fraudu-
lent or dishonest disbursements. The
person or persons who are charged with
or exercise responsibility for deter-
mining whether specific disbursements
are bona fide, regular, and in accord-
ance with the applicable constitution,
trust instrument, resolution or other
laws or documents governing the dis-
bursement of funds or other property
should be considered to handle such
funds and property and be bonded ac-
cordingly.

[28 FR 14394, Dec. 27, 1963, as amended at 30
FR 14926, Dec. 2, 1965]

SCOPE OF THE BOND

§453.10 The statutory provision.

The statute requires that every cov-
ered person “shall be bonded to provide
protection against loss by reason of
acts of fraud or dishonesty on his part
directly or through connivance with
others.”

[30 FR 14926, Dec. 2, 1965]

§453.11 The nature of the “duties” to
which the bonding requirement re-
lates.

The bonding requirement in section
502(a) relates only to duties of the spec-
ified personnel in connection with their
handling of funds or other property to
which this section refers. It does not
have reference to the special duties im-
posed upon representatives of labor or-
ganizations by virtue of the positions
of trust which they occupy, which are
dealt with in section 501(a), and for
which civil remedies for breach of the
duties are provided in section 501(b).
The fact that the bonding requirement
is limited to personnel who handle
funds or other property indicates the
correctness of these conclusions. They
find further support in the differences
between sections 501(a) and 502(a) of
the Act which sufficiently indicate

206



		Superintendent of Documents
	2014-11-18T15:12:17-0500
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




